
82. Dropped Bids. With respect lo the C Block licenses, since HPB considers bids made in 
previous rounds when determining provisionally winning bids, it is possible that a bid for a package or a 
license subject to package bidding can become provisionatly winning many rounds after it was placed. 
These non-provisionally winning bids are useful to the auction since they enhance the ability of bidders 
interested in single licenses or smaller packages to combine their bids with the bids of others to compete 
with a large package bid, and they provide stability to the process for determining current price 
 estimate^.'^ It may be the case, however, that a bidder wishes to focus on alternative licenses instead, and 
no longer wishes to win one of its previous bids. In order to allow bidders to opt out of non-provisionally 
winning considered bids that they no longer wish to win, we propose that under HPB, for licenses subject 
to package bidding, bidders be allowed a limited number of opportunities to “drop” non-provisionally 
winning bids from further consideration in the auction. 

83.  Eliminating non-provisionally winning bids from consideration may affect the current price 
estimates of other licenses, thereby affecting other bidders. This ability to affect the bids of other bidders 
may lead to undesirable strategic use of di-opped bids. Therefore, we propose to permit bidders to drop 
non-provisionally winning bids on packages and on licenses subject to package bidding in no more than 
one round of the auction. To discourage bidders from dropping bids in order to disadvantage their 
competitors we also propose the following restrictions on the circumstances under which bids may be 
dropped and on the bidder’s subsequent bidding activity: 

on licenses or sub-packages that are included in the package. 

bids o n  that particular license or package during the auction. 

on packages containing that license or package for the duration of the auction. 

provisionally winning bids from consideration will be at the bidder’s discretion. We seek comment on 
these proposals. We also seek comment on the possibilities of not allowing dropped bids, of allowing 
dropped bids not subject to all the restrictions proposed above, and of imposing other restrictions than 
proposed above. 

Considerations Relating to Certain Post-Auction Payment Rules 

1. Apportioning Package Bids 

(1 )  A bidder that is a provisionally winning bidder on a package will not be permitted to drop bids 

( 2 )  A bidder that drops its bids on a license or package will not be permitted to submit further 

(3) A bidder that drops its bids on a license or package will not be permitted to submit any bids 

84. No payments are associated with dropped bids. The round in which a bidder may drop non- 

D. 

85. Given that the Commission has determined that package bidding will be used for the C 
Block licenses in Auction 7 3 ,  we seek comment on the appropriate mechanism for apportioning package 
bids among the individual licenses comprising the package. In package bidding, when a bidder places an 
all-or-nothing bid on a package of licenses, there will be no identifiable bid amounts on the individual 
licenses that comprise the package. However, the Commission’s competitive bidding rules and 
procedures assume that the amount of each bid on an individual license always is known. For example, 
rules for calculating the amount of small business, new entrant, or tribal land bidding credits presume that 
the winning bid on the license is known.’” Similarly, in determining the amount of a default or 
withdrawal payment, which involves a comparison between the withdrawing or defaulting bidder’s bid 
and a subsequent bid, the rules assume that there are bid amounts for individual licenses.” Accordingly, 

78 SPC Section IV.C.5. “Bid Amounts” and Attachment C 

79 47 (:.F.R. 5 I .21 IO(f). Knowing the size o f a  small business bidding credit on an  individual license may he 
necessary in order to calculate il sinall business bidding credit unjust enrichment obligation on a license won as part 
of a package. 

’” 47 C.F.R. 5 I .2104@) 
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the Commission recently adopted a new rule providing that, in advance of each auction with package 
bidding, the Commission shall establish a methodology for determining how to estimate the price or bid 
on an individual license included in a package of licenses.8’ 

86. The Bureau proposes to apportion package bids when regulatory calculations require 
individual license bid amounts by dividing the package bid amount among the licenses comprising the 
package in proportion to the number of bidding units for each license. Alternatively, the Bureau proposes 
to  use the final round CPEs for each license to apportion package bids!? We seek comment on these 
proposals. 

2. Interim Withdrawal Payment Percentage 

87. The Bureau seeks comment on the appropriate percentage of a withdrawn bid that should be 
assessed as an interim withdrawal payment, in the event that a final withdrawal payment cannot be 
determined at the close of the auction.*’ In general, the Commission’s rules provide that a bidder that 
withdraws a bid during an auction is subject to a withdrawal payment equal to the difference between the 
amount of the withdrawn bid and the amount of the winning bid in the same or a subsequent 
However, if a license for which a bid has been withdrawn does not receive a subsequent higher bid or 
winning bid in the same auction, the final withdrawal payment cannot be calculated until a corresponding 
license receives a higher bid or winning bid in a subsequent auction. When that final payment cannot yet 
be calculated, the bidder responsible for the withdrawn bid is assessed an interim bid withdrawal 
payment, which will be applied toward any final bid withdrawal payment that is ultimately as~essed.8~ 

88. The Commission recently amended its rules to provide that in advance of the auction, the 
Commission shall establish a percentage between three percent and twenty percent of the withdrawn bid 
to be assessed as an interim bid withdrawal When it adopted the new rule, the Commission 
indicated that i t  would consider the nature of the service and the inventory of the licenses being offered 
when determining the level of the interim withdrawal payment in a particular a~ct ion.~’  

bandwidth sizes, and bidders may have a legitimate interest in using withdrawals to facilitate their efforts 
to aggregate licenses across potentially substitutable blocks of licenses not subject to package bidding. 
We also believe that the likely significant bid amounts for licenses in this auction (and resulting absolute 
value of withdrawal payments) will in themselves serve as a deterrent to unnecessary withdrawals. 
Therefore, we do not propose to set the interim bid withdrawal payment at the maximum rate of twenty 
percent. At the same time, we believe that a rate above the minimum three percent will help deter 
undesirable strategic use of withdrawals. Specifically, the Bureau proposes to establish an interim bid 
withdrawal payment of ten percent of the withdrawn bid in Auction 73. This proposal, moreover, is 

89. Auction 73 will offer licenses under several different geographic licensing schemes and 

See 47 C.F.K. $! I .2104(g)(2), as amended by the CSEMPart I Reporr and Order. CSEMPart 1 Report and 81 

Order, 2 1 FCC Rcd at 906 71 39. 

82 Current price estimates are discussed in Section IV.C.5., above. 

’’ In Auction 13. withdrawals are permitted only on non-C Block licenses. which are not subject to package bidding. 

84 47 C.F.R. 4 1.2104(g)(l). The withdrawal payment amount is deducted from any upfront payments or down 
payments that the withdrawing bidder has deposited with the Commission. No withdrawal payment is assessed for a 
withdrawn bid if either the subsequent \+inning hid or any of the intervening subsequent withdrawn bids equals os 
exceeds that withdrawn hid. Id. 

85 Id. 

“ S e e  CXEMPnr1 I Rrporr nrid Order-, 21 FCC Kcd at 903 81 30. 

*’ Id. at 903-04 1 3 I 
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consistent with bid withdrawal payment percentages adopted in recent auctions for wireless licen~es.8~ 
The Bureau seeks comment on this pi-oposal. 

3. Additional Default Payment Percentage 

90. Any winning bidder that defaults or is disqualified after the close of an auction (i.e., fails to 
remit the required down payment within the prescribed period of time, fails to submit a timely long-fom 
application. fails to make ful l  payment, or is otherwise disqualified) is liable for a default payment under 
Section I .2104(g)(2) of the Commission’s rules.8’ This payment consists of a deficiency payment, equal 
to thc difference between the amount of the bidder’s bid and the amount of the winning bid the next time 
a license covering the same spectl-um is won in an auction, plus an additional payment equal to a 
percentage of the defaulter’s bid or of the subsequent winning bid, whichever is less. Until recently this 
additional payment for non-combinatorial auctions has been set at three percent of the defaulter’s bid or 
of the subsequent winning bid, whichever is less. 

91. The percentage of the bid that a defaulting bidder must pay in addition to the deficiency will 
depend on the auction format ultimately chosen for a particular auction. In non-package auctions, the 
amount can range from three percent up to a maximum of twenty percent, established in advance of the 
auction and based on the nature of the service and the inventory of the licenses being offered? In 
auctions with package bidding, the additional payment is set, pursuant to Section I,2104(g)(2)(ii), at 25 
percent of the applicable bid. This higher level reflects the fact that a defaulted winning bid in an auction 
with package bidding may have affected which other bids were winning?’ 

92. The Bureau proposes to establish an additional default payment of fifteen percent with 
respect to bids on licrnses in Blocks A, B, D, and E, which are not subject to package bidding. As 
previously noted by the Commission. defaults weaken the integrity of the auction process and impede the 
deployment of service to the public, and an additional default payment of more than three percent will be 
more effective in deterring defaults. Moreover, we believe an additional default payment greater than ten 
percent, which the Commission has established in several recent auctions, is appropriate for Auction 73.9’ 
Because no licenses in Blocks A, B, or E will be sold unless the aggregate reserve price for that block is 
met, bidders may have an additional incentive to bid on a license and later default (after determination 
that the reserve price has been met), in order to help ensure that the reserve price is met and other initial 
licenses in the block are assigned. We believe a higher additional default payment will help deter such 
behavior. With respect to the D Block, for which there is a single nationwide license which will not be 
assigned unless the D Block reserve price is met, a default by the winning bidder will delay the especially 
time-sensitive process of establishing a public-private partnership for the provision of public safety 
services. Given the unusually large public interest benefits of timely licensing the D Block, we propose 
to deter defaults by imposing a higher additional default payment in that block as well. Accordingly, we 

” Ser Auction 66 Procrdurrs Public Notice. 21 FCC Rcd at 4623 ‘j 239; see also “Auction of 1.4 GHz Band 
Licenses Scheduled for February 7 ,  2007: Notice and Filing Requirements, Minimum Opening Bids, Upfront 
Payments and Other Procedures for Auction No. 69,” Public Notice, DAOh-2014,21 FCC Rcd 12393, 12437% 179 
(WTR 2006) (”Auction 6Y Proceduws Public Notice”); Auction 72 Procedures Pirblic Notice, 22 FCC Rcd at 344 
172. Note that in the recent broadhand PCS auction (Auction 7 I ) ,  which offered only 38 licenses, most that were 
not ad.iacent frequencies or geographic areas. the Bureau adopted a 15 percent interim withdrawal payment. Auction 
71 Procrdurus Piihlic Notice 22 FCC Rcd at 475 ‘j 169. 

89 47 C.F.R. 5 1.2104(g)(2). 

See CSEA/Parr I Report and Order. 2 I FCC Rcd at YO3 ‘j 30. 

47 C.F.R. 5 I .2 104(g)(Z)(ii). 

See Auction 66 Pi-ocedures Piihlic Notice. 2 I FCC Rcd at 4627-28 1 258; see also Aiiction 6 9  Procedures Public 

91 

V ?  

Notice,. 21 FCC Rcd at 12440 71 193: AiictioJi 71 Procedures Public Notice, 22 FCC Rcd at 477 ¶ 183; Auction 72 
Procedures Public Notice, 22 FCC Rcd at 3447 1 186. 
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propose an additional default payment of fifteen percent on licenses in the A, B, D, and E Blocks. The 
Bureau seeks comment on this proposal. 

default payment will be the twenty-five percent as set forth in Section I,2104(g)(2)(ii). This additional 
default payment will apply to all bids for packages and for licenses that are subject to package bidding. 

V. CONTINGENT SUBSEQUENT AUCTlON 

In the 700 MHz Sucond Report and Order, the Commission concluded that if licenses for the 
A, B, C or E Blocks are not assigned because the auction results for the licenses as initially offered do not 
satisfy the applicable aggregate reserve price(s), the public interest will be served by offering alternative 
licenses for the relevant blocks as soon as possible after the initial auction. Similarly, if the license for the 
D Block is not assigned because the auction results do not satisfy the reserve price applicable to that 
license, the license for the D Block may be offered again in a prompt subsequent auction. As detailed in 
the 700 MHz Second Report and Order, any alternative A, B and E Block licenses will be subject to 
alternative performance requirements. With respect to the C Block, any alternative licenses will be based 
on different geographic areas and spectrum bandwidth, as detailed below. In addition, the alternative C 
Block licenses will not be subject to the open platform conditions applicable to the licenses initially 
offered for the C Block. 

93. For licenses in the C Block, because they are subject to package bidding, the additional 

94. 

9s. The Commission directed the Bureau to permit only qualified bidders in the initial auction to 
participate in any contingent subsequent auction and to use the same auction design, including the 
applicable aggregate reserve price(s), insofar as possible. Pursuant to these directions, we propose and 
seek comment on the following procedures for a contingent subsequent auction. Except as detailed 
below, we propose to apply all of the procedures discussed above for Auction 73 to such a subsequent 
auction. 

subsequent auction will cover the same geographic areas and frequencies as such licenses offered in the 
initial auction. However, as indicated in Figure 3,  the alternative C Block will include C1 Block licenses 
offered in each of the 176 EAs and C2 Block licenses offered in each of the 12 REAGs. A complete list 
of alternative C Block licenses that would be offered in such an auction is included as Attachment D of 
this Public Notice. 

96. Licenses To Be Offered. Licenses in the A, B, D and E Block offered in any contingent 

c I C2 A D Puhlic Safety B CI C2 A D Public Safety B 

97. Aucrion Design. If the subsequent auction offers only licenses not subject to package bidding 
in Auction 73,i.e.. licenses for Blocks A, B, D, and/or E, we propose to conduct the subsequent auction 
using the Commission’s standard SMR auction design without package bidding. The procedures 
applicable to the auction will be the same as those discussed above with respect to licenses for Blocks A, 
B, D and E in Auction 73, subject to the differences discussed below. 
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98. We are not certain that package bidding will be appropriate with respect to  CI and C2 Block 
licenses that may be available in a subsequent auction. We seek comment on whether we should 
implement HPB for such alternative C Block licenses in a subsequent auction. If so, we seek comments 
suggesting levels and ways of packaging licenses within levels using HPB or SMR-HPB auction formats, 
depending on whether the subsequent auction also includes licenses for Blocks A, B, D, and/or E. 

auction will be subject to the same aggregate reserve price(s) applicable in the initial auction. In the 700 
MHz Second Report und Order, the Commission noted that the Bureau has delegated authority to 
determine how lo allocate the C Block reserve price upon auction of alternative licenses. Accordingly, 
the Bureau proposes to apply the C Block aggregate reserve price of $4.637854 billion to all of the 
alternative C Block licenses. That is, the sum of the gross bid amounts on the C1 and C2 Block licenses 
must equal or exceed $4.637854 billion in order to meet the reserve price. We seek comment on this 
proposal and on alternatives to this proposal. Commenters may wish to address whether, in the 
alternative, the C Block reserve price should be split between the CI and C2 Blocks based on their 
respective bandwidths (e.g., $2.529739 billion and $2.1081 15 billion for the C1 and C 2  Blocks, 
respectively) or by other measures. 

only applicants found qualified to bid in Auction 73 may be eligible to bid in any contingent subsequent 
auction. We propose that the subsequent public notice announcing the close of Auction 73 also will 
announce the auction number of the contingent subsequent auction and the deadline for  pre-auction 
submissions in connection with any contingent subsequent auction. That public notice will specify the 
licenses that will be offered in the subsequent auction, the deadline by which qualified bidders must select 
licenses to be offered in order to be eligible to bid on those licenses, and the deadline b y  which such 
bidders must submit upfront payments to purchase bidding eligibility in the subsequent auction. We 
propose that the public notice will provide that the deadline for selecting alternative licenses will be I O  
business days from the date of the public notice and the deadline for submitting upfront payments will be 
10 business days from the date of the selection deadline. This will enable bidding on the alternative 
licenses to begin less than two months after the public notice announcing the close of Auction 73. We 
seek comment on this proposal. 

Commission directed the Bureau to adopt any procedures that may enhance the effectiveness of an 
auction of licenses in Auction 73 or any subsequent contingent auction. In part, the Commission found 
that the Commission’s anti-collusion rule should treat Auction 73 and any such subsequent auction as a 
single auction, given the related nature of the auctions. Accordingly, the applicable “down payment 
deadline” marking the end of the anti-collusion period for Auction 73 and any subsequent auction shall be 
the down payment deadline established following the close of the subsequent auction.93 

calculate minimum opening bid amounts on a license-by-license basis using the same approach described 
above that draws on the Auction 66 prices that were bid on licenses for the exact same geographic areas?4 
The proposed minimum opening bid amounts for the CI and C2 Block licenses that would be available in 
a contingent subsequent auction are set forth in Attachment D of this Public Notice. Fo r  any licenses in 
other blocks offered in the same subsequent auction, we propose the same minimum opening bid amounts 
set forth in Attachment A of this Public Notice. We seek comment on these proposals and other possible 
amounts for minimum opening bids. If commenters believe that these minimum opening bid amounts 
will result in unsold licenses or are not reasonable amounts, they should explain why this is so, and 
comment on the desirability of an alternative approach. Commenters are advised to support their claims 

99. Aggregate Reserve Prices. As required by the Commission, the licenses in a subsequent 

100. Pre-Auction Applicmtion Process. As noted above, the Commission has directed that 

101. Effective Period for Anti-Collusion Rule. In the 700 MHz Second Report and Order, the 

102. Minini~ini Opening Aids. For a contingent subsequent auction, the Bureau proposes to 

92 Sec47C.F.R. 5 1.2105(c)(I). 

See Section IV.C.4.b. “Minimum Opening Bids,“ above. 94 
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with valuation analyses and suggested amounts or formulas. The change of conditions with respect to any 
licenses for the A, B, C and E Blocks to be offered in a subsequent auction should increase the value of 
the licenses and may support higher minimum opening bids. In addition, the bidding in the initial auction 
niay provide further inloinnation regarding the appropriate level of minimum opening bids. If we modify 
the minimum opening bids, we will announce the new minimum opening bids in the same public notice 
announcing pre-auction procedures. 

procedures may be appropriate to deter bidders from actions that might thwart the assignment of licenses 
i n  either auction. We propose that otherwise eligible bidders will be denied bidding eligibility in a 
subsequent auction in the event that they default on any winning bids in the initial auction. We seek 
comment on this proposal, as well as comment on any other proposals that may enhance the effectiveness 
of the auction of licenses in Auction 73 or any contingent subsequent auction. 

VI. DEADLINES AND FILING PROCEDURES 

103. Addirional Procedures. The Commission also directed the Bureau to consider what 

104. Comments are due on or before August 3 1,  2007, and reply comments are due on or 
before September 7,2007. All filings related to the auction of 700 MHz spectrum licenses should refer to 
AU Docket No. 07-157. Comments niay be submitted using the Commission’s Electronic Comment 
Filing System (“ECFS”) or by filing paper copies.” The Bureau strongly encourages interested parties to 
file comments electronically, and requests submission of a copy via the Auction 73 e-mail box 
(auction73 @fcc.gov). 

105. Electronic Filers: Comments may be filed electronically using the Internet by accessing 
the ECFS at http:l/www.fcc.govlcgb/ecfsl. Filers should follow the instructions provided on the website 
lor submitting comments. In completing the transmittal screen, filers should include their full name, U.S. 
Postal Service mailing address, and the applicable docket or rulemaking number. Parties may also submit 
an electronic comment by Internet e-mail. To get filing instructions, filers should send an e-mail to 
ecfs@fcc.gov, and include the following words in the body of the message, “get form.” A sample form 
and directions will be sent in response. 

each filing. Filings can be sent by hand or messenger delivery, by commercial overnight courier, or by 
first-class or overnight U S .  Postal Service mail (although the Bureau continues to experience delays in 
receiving U S .  Postal Service mail). All filings must be addressed to the Commission’s Secretary Attn: 
WrBIASAD, Office of the Secretary, Federal Communications Commission. 

The Commission’s contractor will receive hand-delivered or messenger-delivered paper filings 
for the Commission’s Secretary at 236 Massachusetts Avenue, NE, Suite 110, Washington, DC 
20002. The filing hours a t  this location are 8:OO a.m. to 7:OO p.m. Eastern Time (ET). All hand 
deliveries must be held together with rubber bands or fasteners. Any envelopes must be disposed 
of before entering the building. 

Commercial overnight mail (other than U.S. Postal Service Express Mail and Priority Mail) must 
hc sent to 9300 East Hampton Drive, Capitol Heights, MD 20743. 

U.S. Postal Service first-class. Express, and Priority mail should be addressed to 445 12th Street, 
SW. Washington DC 20554. 

107. Auction 73 E-muil Bow: The Bureau also requests that a copy of all comments and reply 

106. Puper Filers: Parties who choose to file by paper must file an original and four copies of 

comments be submitted electronically to the following address: auction73@fcc.gov. 

See Electronic Filing of Documents in Rulemaking Proceedings, Repon and Order, FCC 98-56, 13 FCC Rcd 95 

I 1322 (1998). 
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108. Copies of comments and reply comments will be available for public inspection between 
8:OO a.m. and 4:30 p.m. ET Monday through Thursday or 8:OO a.m. to 11:30 a.m. ET on Fridays in the 
FCC Reference lnformation Center, Room CY-A257,445 12th Street, SW, Washington, DC 20554, and 
will also be accessible through the search function on the ECFS web page at 
httD://www.fcc.!zov/cgb/ecfs/. 

with the Commission’s e.xrparte rules.9b Persons making oral ex pane presentations are reminded that 
memoranda summarizing the presentations must contain summaries of the substance of the presentations 
and not merely a listing of the subjects discussed. More than a one or two sentence description of the 
views and arguments presented is generally required. Other rules pertaining to oral and written exparre 
presentations in permit-but-disclose proceedings are set forth in Section I .  I206(b) of the Commission’s 
rules. 

VII. CONTACTS 
I IO. 

Telecoinmunications Bureau, as listed below: 

Mobility Division, Wireless Telecommunications Bureau 

For service rules questions: 

Auctions and Spectrum Access Division, Wireless Telecommunications Bureau 

For general auction questions: 
For auctions legal questions: 

109. This proceeding has been designated as a “permit-but-disclose” proceeding in accordance 

For furthei- information concerning this proceeding, contact the Wireless 

Erin McGrath (legal) or Keith Harper (technical) at (202) 418-0620 

Jeff Crooks at (202) 418-0660 or Lisa Stover at (717) 338-2868 
El-ik Salovaara or Scott Mackoul at (202) 418-0660 

- FCC 

9b47C.F.R.$$ I.l200(a), 1.1206. 
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Auction 73: 700 M H z  Band Licenses 
DA 07-3415 

Attachment A - AI1 Licenses Summary 

* Totals inay differ slightly for blocks ofthe same bandwidth due to rounding and other factors. 

** The proposed reserve prices are for each frequency block only. While the total of these block-specific reserve prices is $10,053,350,000, there is not 
an auction-wide reserve price. 
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Auction No. 73: 700 MHz Band Licenses 
DA 07-3415 

Attachment A - A Block Licenses 
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Auction No. 73: 700 MHz Band Licenses 
DA 07-3415 

Attachment A - B Block Licenses 
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WY-CMAOSX-B I Allentown-Bethlehem, PA-NJ I CMA058 I Lower700MHz I B I 704-710 / 734-740 I 740,395 I 444,0001 $444,0001 $1,146,000 
WY-CMAO59-B I Richmond, VA [ CMA059 I Lower700MHz I B I 704-710/734-740 I 12 I 865,941 I 520,0001 $520,0001 $876,000 
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